¥
07/07/2003 12:17:31 PM
-Page 1

. 2003 DRAFTING REQUEST

Bill
Received: 02/26/2003

Wanted: As time permits

For: Ted Kanavas (608) 266-9174
This file may be shown to any legislator: NO

May Contact:

Subject: Tax (indiv) - deduct/subtract

Submit via email: YES

Requester’s email: Sen.Kanavas @legis.state.wi.us

- Carbon copy (CC:) to:

LRB-2419

Received By: mshovers

Identical to LRB:

By/Representing: Jeremey

Drafter: mshovers
Add]l. Drafters:

Extra Copies:

Pre Topic:

No specific pre topic given

Topic:

Individuals eligible to claim a subtract modification for EdVest contributions

Instructions:

See Attached. Allow divorced parents to be able to claim a subtract modification for contributions to

EdVest

Drafting History:

Vers. Drafted Reviewed Typed Proofed

1

/1 mshovers  wjackson pgreensl

03/27/2003  04/01/2003 04/02/2003

]

Submitted

sbasford
04/02/2003

Jacketed

Required

State
Tax

State
Tax



07/07/2003 12:17:32 PM

Page 2
Vers. q Drafted Reviewed Typed Proofed Submitted
2 mshovers  wjackson jfrantze mbarman
06/02/2003  06/04/2003  06/04/2003 06/04/2003
/3 mshovers  wjackson rschluet lemery
07/02/2003  07/07/2003  07/07/2003 07/07/2003

FE Sent For:

X& <END>

\

LRB-2419

Jacketed Required

lemery State
06/09/2003 Tax

lemery
07/07/2003



. AV

o— B

' LRB-2419
T T06/09/2003 09:07:18 AM

Page 1
o 2003 DRAFTING REQUEST

Bill
Received: 02/26/2003 Received By: méhovers
Wanted: As time permits Identical to LRB:
For: Ted Kanavas (608) 266-9174 By/Representing: Jeremey
This file may be shown to any legislator: NO Drafter: mshovers
May Contact: : Addl. Drafters:
Subject: Tax (indiv) - deduct/subtract Extra Copies:

Submit via email: YES

Requester’s email: Sen.Kanavas @legis.state.wi.us

Carbon copy (CC:) to:

Pre Topic:

No specific pre topic given

Topic:

- Individuals eligible to claim a subtract modification for EdVest contributions

Instructions:

See Attached. Allow divorced parents to be able to claim a subtract modification for contributions to
EdVest

Drafting History:
Vers. Drafted Reviewed Typed Proofed Submitted Jacketed Required
? State
- Tax
1 mshovers  wjackson pgreensl sbasford State
03/27/2003  04/01/2003  04/02/2903 \94/02/2003 Tax

)
51



06/09/2003 09:07:19 AM
Page 2

Y
I

Submitted

Vers. ; Drafted Revie\_xj{ed Typed Proofed

2 mshovers  wjackson jfrantze
06/02/2003  06/04/2003  06/04/2003

(%5 IVes @/7777

FE Sent For: ]
/3wy M <END>

mbarman
06/04/2003

- LRB-2419

Jacketed

lemery
06/09/2003

Required



06/04/2003 02:46:33 PM
Page 1

2003 DRAFTING REQUEST

Bill
Received: 02/26/2003
Wanted: As time permits
For: Ted Kanavas (608) 266-9174

This file may be shown to any legislator: NO

May Contact:

Subject: Tax (indiv) - deduct/subtract

- Submit via email: YES

Requester’s email: Sen.Kanavas @legis.state.wi.us

Carbon copy (CC:) to:

LRB-2419

Received By: mshovers

Identical to LRB:

By/Representing: Jeremey

Drafter: mshovers
Addl. Drafters:

Extra Copies:

Pre Topic:

. No specific pre topic given

- Topic:

Individuals eligible to claim a subtract modification for EdVest contributions

Instructions:

~See Attached. Allow divorced parents to be able to claim a subtract modification for contributions to

EdVest
Drafting History:
Vers. Drafted Reviewed Typed Proofed Submitted Jacketed Required
1?7 State
- Tax
/1 mshovers  wjackson pgreensl sbasford State
03/27/2003  04/01/2003 04/02/2003 04/02/2003 Tax



"(%6/04/2003 02:46:33 PM
Page 2

i~

Vers. ., Drafted

Reviewed Typed Proofed Submitted
2 mshovers  wjackson jfrantze mbarman
06/02/2003  06/04/2003  06/04/2003 06/04/2003

FE Sent For:

<END>

LRB-2419

Jacketed

Required



o LRB-2419
04/02/2003 10:56:55 AM

Page 1
; 2003 DRAFTING REQUEST
Bill
Received: 02/26/2003 Received By: mshovers
~ Wanted: As time permits Identical to LRB:
For: Ted Kanavas (608) 266-9174 By/Representing: Jeremey
This file may be shown to any legislator: NQ Drafter: mshovers
May Contact: Addl. Drafters:
- Subject: Tax (indiv) - deduct/subtract Extra Copies: M/T L

Submit via email: YES

Requester’s email: Sen.Kanavas @legis.state.wi.us

~ Carbon copy (CC:) to:

Pre Topic:

No specific pre topic given

Topic:

Individuals eligible to claim a subtract modification for EdVest contributions

Instructions:

See Attached. Allow divorced parents to be able to claim a subtract modification for contributions to
EdVest

- Drafting History:
Vers. Drafted Reviewed Typed Proofed Submitted Jacketed Required
/? State
; Tax
/1 mshovers  wjackson pgreensl sbasford
03/27/2003 04/01/2003 04/02/2003 04/02/2003

[ MEs glafoz > ot %



0 LRB-2419
04/02/2003 10:56:55 AM

Page 2

~ FESentFor:"™

<END>



S

LRB-2419

03/26/2003 02:13:09 PM
Page 1
2003 DRAFTING REQUEST
Bill

Received: 02/26/2003 . Received By: mshovers
Wantéd: As time permits Identical to LRB:
For: Ted Kanavas (608) 266-9174 By/Representing: Jeremey
This file may be shown to any legislator: NO Drafter: mshovers
May Contact: AddLl. Drafters:
Subject: Tax (indiv) - deduct/subtract Extra Copies:

Submit via email: YES
Requester's email: Sen.Kanavas @legis.state.wi.us

Carbon copy (CC:) to:

Pre Topic:

No specific pre topic given

Topic:

Individuals eligible to claim a subtract modification for EdVest contributions

Instructions:

See Attached. Allow divorced parents to be able to claim a subtract modification for contributions to
EdVest

Drafting History:

Vers. Drafted Reviewed Typed Proofed Submitted Jacketed Required

/? mshovers /| WL Y 4\[ 47
[l V53303 9

FE Sent For:

<END>



e ¢

Shovers, Marc

From: - Shepherd, Jeremey
-Sent: Wednesday, February 26, 2003 6:17 PM
To: Shovers, Marc
- Ce: Kreye, Joseph
Subject: EdVest Drafting Request from Senator Ted Kanavas
Mare,

Senator Ted Kanavas requests a change in the EdVest language under Chapter 71.05 of the Wisconsin State Statutes.
As the law now stands, a divorced parent who is not able to claim his/her children on their federal tax forms is unable to
take part in the EdVest program. Senator Kanavas wants all parents to be able to invest in their children's education
should they wish to do so.

Therefore, under Chapter 71.05(6)(b)32 and 71.05(6)(b)33, the Senator requests the words "and the claimant's dependent
who is claimed under section 151 (c) of the Internal Revenue Code" be eliminated.

If you have any comments, questions or concerns, please feel free to contact me directly.
Thank you for your time and attention to this matter.

JEREMEY SHEPHERD

Legislative Aide

Office of Senator Ted Kanavas
266-9174
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IPRELIMINAR EADY FORr UCTION

AN AcT ...; relating to: allowing an individual income tax deduction for certain

amounts contributed by a divorced or legally separated parent to his or her

child’s college savings account or college tuition and expenses program.

Analysis by the Legislative Reference Bureau

Under current law, there is a college tuition and expenses program, commonly
referred to as “EdVest I,” under which a contributor may purchase “tuition units”
that can be used to pay qualified educational costs on behalf of a beneficiary. The
purchase of such units is limited to parents, grandparents, aunts, uncles, legal
guardians, trusts created on behalf of a beneficiary, or individuals purchasing units
for their own use. Contributions made to an account set up under the program, up
to a limit of $3,000 each year for each beneficiary, may be deducted from a
contributor’s income in the calculation of his or her income taxes if the beneficiary
of the account is one of the following: the claimant; the claimant’s child and the
claimant’s dependent under the Internal Revenue Code; or the claimant’s
grandchild.

Also under current law, there exists a college savings program, commonly
referred to as “EdVest II,” under which anyone may open an account for a prospective
student, regardless of the contributor’s relationship to the beneficiary. Individuals
may open accounts for themselves, and a prospective student may be the beneficiary
of more than one college savings account. Contributions made to an account set up
under the program, up to a limit of $3,000 each year for each beneficiary, may be
deducted from a contributor’s income in the calculation of his or her income taxes if
the beneficiary of the account is one of the following: the claimant; the claimant’s
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child and the claimant’s dependent under the Internal Revenue Code; or the
claimant’s grandchild.

Under this bill, an income tax deduction for amounts contributed to both
EdVest I and EdVest IT may be claimed by M:&ivorced or legally separated parent
of a child without regard to whether the child is his or her dependent.

Currently, the total amount for which a deduction may be claimed under the
college tuition and expenses program and the college savings program, per
beneficiary, by any claimant, may not exceed $3,000 each year and, in the case of a
married couple filing a joint return, the total annual deduction under these two
programs, per beneficiary, clgimed by the married couple may not exceed $3,000.

Under the bill, the@"?ﬁtal annual deduction under these two programs, per
beneficiary, claimed by the divorced or legally separated parents of a child, may not
exceed $3,000.

This bill will be referred to the Joint Survey Committee on Tax Exemptions for
a detailed analysis, which will be printed as an appendix to this bill.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 71.05 (6) (b) 32. (intro.)’/of the statutes is amended to read:
71.05 (6) (b) 32. (intro.) An amount paid into a college savings account, as

described in s. 14.64, if the beneficiary of the account either is the claimant; is the

claimant’s child

of the Internal Revenue-Cede; or is the claimant’s grandchild; calculated as follows:

History: 1987 a. 312; 1987 a. 411 ss, 42, 43, 45, 47 t0 49, 51 to 53; 1989 a. 31, 46; 1991 a. 2, 37, 39, 269; 1993 a. 16, 112, 204, 263, 437; 1995 a. 27, 56, 209, 227, 261, 371,
403, 453; 1997 a. 27, 35, 39, 237; 1999 a. 9, 32, 44, 54, 65, 167; 2001 a. 16, 104, 105, 109.

SECTION 2. 71.05 (6) (b) 32. a’ of the statutes is amended to read:

71.05 (6) (b) 32. a. An amount equal to not more than $3,000 per beneficiary
by each contributor to an account for each year to which the claim relates, except that
the total amount for which a deduction may be claimed under this subdivision and
under subd. 33., per beneficiary by any claimant may not exceed $3,000 each year.

In the case of a married couple filing a joint return, or in the case of divorced or legally

separated parents who each contribute to an account for a beneficiary who is their
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1 child, the total deduction under this subdivision and under subdivision 33., per

2 beneficiary by the married couple, or by the divorced or legally separated parents,
3 may not exceed $3,000 each year.

History: 1987 a. 312; 1987 a. 411 s5. 42, 43, 45, 47 to 49, 51 to 53; 1989.a. 31, 46; 1991 a. 2, 37, 39, 269; 1993 a, 16, 112, 204, 263, 437; 1995 a. 217, 56,209, 221, 261, 371,
403, 453; 1997 a. 27, 35, 39, 237; 1999 a. 9, 32, 44, 54, 65, 167; 2001 a. 16, 104, 105, 109

4 ’ SECTION 3. 71.05 (6) (b) 33. (intro.) of the statutes is amended to read:

5 71.05 (6) (b) 33. (intro.) An amount paid into a college tuition and expenses
6 program, as described in s. 14.63, if the beneficiary of the account either is the
7 claimant; is the claimant’s child azx

8 seetion—151(e)—of-the-Internal RevenueCeode; or is the claimant’s grandchild;
9 calculated as follows:

History: 1987 a. 312; 1987 a. 411 ss. 42, 43, 45, 47 to 49, 51 to 53; 1989 a. 31, 46; 1991 a. 2, 37, 39, 269; 1993 a. 16, 112, 204, 263, 437; 1995 a. 21, 56,209, 227, 261, 371,
403, 453; 1997 a. 27, 35, 39, 237; 1999 a. 9, 32, 44, 54, 65, 167; 2001 a, 16, 104, 105, 109.

10 SECTION 4. 71.05 (6) (b) 33. a of the statutes is amended to read:

11 71.05 (6) (b) 33. a. An amount equal to not more than $3,000 per beneficiary
12 by each contributor to an account for each year to which the claim relates, except that
13 the total amount for which a deduction may be claimed under this subdivision gnd
14 under subd. 32., per beneficiary by any claimant may not exceed $3,000 each year.
15 In the case of a married couple filing a joint return, or in the case of divorced or legally

16 separated parents who each contribute to an account for a beneficiary who is their

17 child, the total deduction under this subdivision and under subdivision 32., per
18 beneficiary by the married couple, or by the divorced or legally separated parents,
19 may not exceed $3,000 each year.

History: 1987 a. 312; 1987 a. 411 ss. 42, 43, 45, 47 10 49, 51 t0 53; 1989 a. 31, 46; 1991 a. 2, 37, 39, 269; 1993 a. 16, 112, 204, 263, 437, 1995 a. 27, 56, 209, 227, 261, 371,
403, 453; 1997 a. 27, 35, 39, 237, 1999 a. 9, 32, 44, 54, 65, 167; 2001 a. 16, 104, 105, 109,

20 SECTION 5. Initial applicability.

21 (1) This act first applies to taxable years beginning on January 1 of the year

22 in which this subsection takes effect, except that if this subsection takes effect after
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SECTION 5

1 July 31, this act first applies to taxable years beginning on January 1 of the year

2 following the year in which this subsection takes effect.

3 (END)



DRAFTER’S NOTE LRB-2419/7dn
FROM THE MES ] :

LEGISLATIVE REFERENCE BUREAU

Senator Kanavas:

In addition to deleting the language you reques’ged ins. 7 }.05 (6))(b) 32. (intro.)Jand 33.
(intro.), I added language in s. 71.05 (6) (b) 32. a'and 33. a. wiigh/limits the total annual
deduction for a beneficiary by divorced or legally separated parents to $3,000, which
is consistent with the treatment for deductions by a married couple. Is this consistent
with your intent?

Also, you may want the Department of Revenue to review this draft. If you do W—

i , you may want to ask the department if it thinks that language
similar to the language I added in s. 71.05 (6) (b) 32. a¥ and 33. &’ should be added for
grandparents who may be divorced or legally separated.

In addition, you may wish to consider amending s. 71.05 (6) (b) 32. a. and 33. a. so those
statutes read, in part, “In the case of a married couple filinga-joint-return” to prevent
a married couple from filing separate returns in which both spouses claim the $3,000
deduction for contributions to an EdVest account. Such action by a married couple is
possible under the bill as drafted because there is no longer a requirement that the
claimant’s child be the claimant’s dependent. Again, DOR may have an opinion on this
issue.

Marc E. Shovers

Senior Legislative Attorney

Phone: (608) 266-0129

E-mail: marc.shovers@legis.state.wi.us
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LEGISLATIVE REFERENCE BUREAU

April 2, 2003

Senator Kanavas:

In addition to deleting the language you requested in s. 71.05 (6) (b) 32. (intro.) and 33.
(intro.), I added language in s. 71.05 (6) (b) 32. a. and 33. a. that limits the total annual
deduction for a beneficiary by divorced or legally separated parents to $3,000, which
1s consistent with the treatment for deductions by a married couple. Is this consistent
with your intent?

Also, you may want the Department of Revenue to review this draft. If you do, you may
want to ask the department if it thinks that language similar to the language I added
in s. 71.05 (6) (b) 32. a. and 33. a. should be added for grandparents who may be divorced
or legally separated.

In addition, you may wish to consider amending s. 71.05 (6) (b) 32. a. and 33. a. so those
statutes read, in part, “In the case of a married couple filing-ajeint-return” to prevent
a married couple from filing separate returns in which both spouses claim the $3,000
deduction for contributions to an EdVest account. Such action by a married couple is
possible under the bill as drafted because there is no longer a requirement that the
claimant’s child be the claimant’s dependent. Again, DOR may have an opinion on this
issue.

Marc E. Shovers

Senior Legislative Attorney

Phone: (608) 2660129

E-mail: marc.shovers@legis.state.wi.us
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Shovers, Marc

From;. . Shepherd, Jeremey

Sent: Tuesday, May 20, 2003 4:14 PM
To: Shovers, Marc ,

Subject: ; FW: EdVest LRB 2419/1

Marc,

Sorry it has taken me awhile to get back to you...Senator Kanavas feels the $3,000 total deduction for married couples
should be the same for divorced parents.

Here is the Department's thoughts on LRB 2419/1 as you requested.

Senator Kanavas would like the DOR suggestions drafted into the bill.

Thanks!

Jeremey Shepherd

Legislative Aide

Office of Senator Ted Kanavas
6-9174

----- Original Message-----

From: Gates-Hendrix, Sherrie
Sent: Tuesday, April 29, 2003 5:22 PM
To: Shepherd, Jeremey
Subject: EdVest

Hi Jeremey --

When | got the email from Tom Reid regarding the EdVest draft (2419/1) | asked our policy staff to take a look at it. Sorry
it's taken so long to get back to you ... There seems to be a lot going on around here so | guess they were swamped with
other analyses. | hope this is helpful. You could call the analyst who prepared it if you have questions -- her name is at
the bottom.

Hope all is well with you.

Sherrie

From: Shepherd, Jeremey

Sent: Wednesday, February 26, 2003 6:17 PM

To: Shovers, Marc

Cc: - Kreye, Joseph

Subject: EdVest Drafting Request from Senator Ted Kanavas
Mare,

Senator Ted Kanavas requests a change in the EdVest language under Chapter 71.05 of the Wisconsin State Statutes.
As the law now stands, a divorced parent who is not able to claim his/her children on their federal tax forms is unable to

take part in the EdVest program. Senator Kanavas wants all parents to be able to invest in their children's education
should they wish to do so.



-

Therefore, under Chapter 71.05(6)(b)32 and 71.05(6)(b)33, the Senator requests the words "and the claimant's dependent
who is claimed under section 151 (c) of the Internal Revenue Code" be eliminated.

If you have any comments, questions or concerns, please feel free to contact me directly.
Thank you for your time and attention to this matter.

JEREMEY SHEPHERD
Legislative Aide

Office of Senator Ted Kanavas
266-9174



LRB-2419/1 - Individual Income Tax Deduction for Certain Amounts Contributed by a
" Divorced or Legally Separated Parent to His or Her Child's Edvest Account

Description of Current Law and Proposed Change

e The bill would expand the individual income tax deduction for contributions made by
parents to an EdVest account when the beneficiary is the claimant's child and dependent
to include contributions made by a divorced or legally separated parent to an account
when the beneficiary is the claimant's child, and not necessarily the claimant's
dependent.

Fairness/Tax Equity

e ltis arguably unfair to deny a deduction for a EdVest contribution made by a parent of a
beneficiary who is not that parent’s dependent for tax purposes, when grandparents of
- the beneficiary are permitted the deduction, even though the beneficiary is not the
grandparents’ dependent.

» The deduction for EdVest contributions was intended to mirror the deduction under sec.
71.05 (6)(b)28, Wis. Stats., for tuition expenses for the taxpayer or the taxpayer’s
dependent child. This deduction is not permitted to a parent who cannot claim the child
as a dependent, so the proposed law would treat EdVest contributions more favorably.
(Current law already treats EdVest contributions more favorably in allowing the deduction
to grandparents, who cannot claim the tuition deduction.) '

Administrative Impact/Fiscal Effect

» Because the bill specifies that the maximum deduction is $3,000 per beneficiary for
contributions made by divorced or legally separated parents, it should be amended to
clarify that this maximum applies to divorced or legally separated grandparents as well.

e Provisions are needed to prorate the deduction between divorced or legally separated
parents when their combined contributions exceed $3,000. One approach would be to
prorate the deduction on each parent’s share of the total contribution. For example, if
one parent contributes $3,000 and the other contributes $2,000, the former would be
allowed a deduction of $1,800 and the latter a deduction of $1,200, for a total deduction
of $3,000.

a and 33 a should be amended to read "In the case of a

' to prevent a couple from filing separate returns and
each spouse claiming the $3,000 deduction for contributions to an EdVest account.

 The department would incur administrative costs to modify tax forms and instructions and
to audit tax returns of divorced and legally separated couples to make sure the filers only
deduct a combined $3,000 for contributions made to an EdVest account.

e The fiscal effect of this bill is indeterminate because the number of legally separated and
divorced parents contributing to a child's EdVest account is unknown.

Prepared by: Karyn Kriz, ((608) 261-8984

April 17, 2003
t:\briefing points\kk\Irb 24191 bpt.doc
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1 AN ACT t0 amend 71.05 (6) (%-32(intro.), 71.05 (6) (b) 32. a., 71.05 (6) (b) 33.

2 (intro.) and 71.05 (6) (b) 33. a. of the statutes; relating to: allowing an
3 individual income tax deduefion for certain amgunts contributed by a divorced
AGr 9,’“»){/’4@,841'6 Jbr 9"“"/0‘41'1/'
@ or legally separated parentﬁﬂ his’or her child’sﬁ(;ge savings account or college
A
5

tuition and expenses program.

Analysis by the Legislative Reference Bureau

Under current law, there is a college tuition and expenses program, commonly
referred to as “EdVest I,” under which a contributor may purchase “tuition units”
that can be used to pay qualified educational costs on behalf of a beneficiary. The
purchase of such units is limited to parents, grandparents, aunts, uncles, legal
guardians, trusts created on behalf of a beneficiary, or individuals purchasing units
for their own use. Contributions made to an account set up under the program, up
to a limit of $3,000 each year for each beneficiary, may be deducted from a
contributor’s income in the calculation of his or her income taxes if the beneficiary
of the account is one of the following: the claimant; the claimant’s child and the
claimant’s dependent under the Internal Revenue Code; or the claimant’s
grandchild. ,

Also under current law, there exists a college savings program, commonly
referred to as “EdVest IL” under which anyone may open an account for a prospective
student, regardless of the contributor’s relationship to the beneficiary. Individuals
may open accounts for themselves, and a prospective student may be the beneficiary
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N ?' of more than one college savings account. Contributions made to an account set up
\ \d under the program, up to a limit of $3,000 each year for each beneficiary, may be
¥ & N deducted from a contributor’s income in the calculation of his or her income taxes if
g\ \5 S" the beneficiary of the account is one of the following: the claimant; the claimant’s
N child and the claimant’s dependent under the Internal Revenue Code; or the

Ny N claimant’s grandchild.
{ /E Under this bill, an income tax deduction for amounts contributed to bot
\;\\ EdVest I and EdVest IT may be claimed by a divorced or legall separated paren‘gﬁ)
v mwithout regard to whether the child is his or her[ﬂéﬁé%ﬂ?&ﬁ"‘wv“
. (0) Currently, the total amount for which a deduction may be claimed under the
0&“» college tuition and expenses program and the college savings program, per
~ beneficiary, by any claimant, may not exceed $3,000 each year and, in the case of a
married couple filing a joint return, the total annual deduction under these two
programs, per beneficiary, claimed by the married couple may not exceed $3,000.

Under the bill, the total annual deduction under these two rograms, per. /s /. .
) e beneficiary, claimed by)the divorced or legally separated parentslefg};‘hild%ay not . * '% ‘

O gra hp(,g“,gg

3 >

R L X YN v | o srindperentis
oo This bill will be Teferred to the Joint Survey Committee on Tax Exemptions for

o0 ~
Tt MP 2 detailed analysis, which will be printed as an appendix to this bill.

W (fb
by {m" For further information see the state fiscal estimate, which will be printed as

""d | an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows: '

fd

SECTION 1. 71.05 (6) (b) 32. (intro.) of the statutes is amended to read:

71.05 (6) (b) 32. (intro.) An amount paid into a college savings account, as
described in s. 14.64, if the beneficiary of the account either is the claimant; is the
claimant’s child ¢
of the-Internal Revenue Code; or is the claimant’s grandchild; calculated as follows:

SECTION 2. 71.05 (6) (b) 32. a. of the statutes is amended to read:

o SR " N U R

71.05 (6) (b) 32. a. An amount equal to not more than $3,000 per beneficiary
8 by each contributor to an account for each year to which the claim relates, except that
9 the total amount for which a deduction may be claimed under this subdivision and

10 under subd. 33., per beneficiary by any claimant may not exceed $3,000 each year.
@ In the case of a married couple-fimga-joint-reterm-or in the case of divorced or legally
| 2a.
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separated parents ﬂvho('e—aﬁlﬁ(-)ntmbute to an account for a beneficiary who is their

_Subd._
child, the total deduction under this subdivision and under subdivision 33.. 33 , per

4
beneficiary by the married couple, or by the divorced or legally separated parent%j%ﬂw(g\
s éﬂ/@hé}q
may not exceed $3,000 each year. / '
—

SECTION 3. 71.05 (6) (b) 33. (intro.) of the statutes is amended to read:

—

= W N

(@)

71.05 (6) (b) 33. (intro.) An amount paid into a college tuition and expenses
program, as described in s. 14.63, if the beneficiary of the account either is the

claimant; is the claimant’s child

section—151(c)of the Internal Revenue Code; or is the claimant’s grandchild;

10 calculated as follows:

© 0O g9 O

11 SECTION 4. 71.05 (6) (b) 33. a. of the statutes is amended to read:

12 71.05 (6) (b) 33. a. An amount equal to not more than $3,000 per beneficiary
13 by each contributor to an account for each year to which the claim relates, except that
14 the total amount for which a deduction may be claimed under this subdivision and
15 under subd. 32., per beneﬁciary by any claimant may not exceed $3,000 each year.

@6 In the case of a married couple*ﬁ'}mg‘é'ﬁo‘lm'etmqa— or in the case of divorced or legally

0¥ grand pav t#CS
17 separated Darents/wﬁol?aﬁ%confnbute to an account for a beneficiary who is their
ov grandchi —a_
chil

Subd.
18 the total deduction under this subdivision and under-subd-lﬁs;en 32., per

20 may not exceed $3,000 each year. /\

19 beneficiary by the married couple, or by the divorced or legally separated parents/'),

or g9 Va“p{/w’(/h@
21 SECTION 5. Initial applicability.

22 (1) This act first applies to taxable years beginning on January 1 of the year

23 in which this subsection takes effect, except that if this subsection takes effect after
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July 31, this act first applies to taxable years beginning on January 1 of the year

following the year in which this subsection takes effect.

(END)
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Ins—ANL

If the combined contribution of divorced or legally separated parents or
grandparents exceeds $3,000 in a year, the deduction that may be claimed by each
individual is based on each individual’s share of the total contribution.

Ins 3-4

The deduction that may be claimed under this subdivision by the divorced or
legally separated parentsg or grandparentsg of a beneficiary, if their combined
contributions exceed $3,000 in a year, shall be based on each parent’s{ or
grandparen’gghare of the total contribution.

Ins 3-20

The deduction that may be claimed under this subdivision by the divorced or
legally separated parentsy or grandparentsojgf a beneficiary, if their combined
contributions exceed $3,000 in a year, shall be based on each parent’s@}gr

: 2
grandparenﬁ/ share of the total contribution.



Emerx, Lynn

From: Pfaff, Bruce
Sent: Monday, June 09, 2003 9:02 AM
To: LRB.Legal
" Subject: Draft review: LRB 03-2419/2 Topic: Individuals eligible to claim a subtract modification for
EdVest contributions

It has been requested by <Pfaff, Bruce> that the following draft be jacketed for the SENATE:

Draft review: LRB 03-2419/2 Topic: Individuals eligible to claim a subtract modification for EdVest contributions



Message |, ' Page 1 of 2

Shovers, Marc

From: Shepherd, Jeremey

Sent:  Tuesday, June 17, 2003 10:04 AM
To: Olle, Marty; Shovers, Marc

Cc: Kriz, Karyn |

Subject: RE: LRB-2419/2

Thank you Marty!

Marc,

Here is the summary from Marty. Let us know what you think...

Jeremey Shepherd
Office of Senator Kanavas
6-9174

From: Olle, Marty

Sent: Tuesday, June 17, 2003 9:46 AM
To: Shepherd, Jeremey

Cc: Kriz, Karyn 1

Subject: LRB-2419/2

Jeremey -- I've summarized the results of yesterday's conference call between you, Karyn Kriz [DOR],
myself [EdVest] and several people from Strong regarding eligibility for the EdVest state tax deduction for
divorced parents. I've also added a couple of points that | believe we all agree on, and | incorporated some
of Karyn's comments:

degdction and no tracking or reporting is needed. You can delete any reference to grandparents in this

1. Existing law is fine as it applies to grandparents.. Divorced grandparents are eligible for the
Mf

2 Gurrently, divorced parents have difficulty getting the deduction because a) many divorce

ettiements allow each parent to claim the child as a dependent only every other year, or b) some
settlements stipulate that only one of the parents may claim the child as a dependent, leaving the other
parent ineligible for the deduction. Eliminating the requirement that the child be the claimant's dependent
would alleviate much of the problem. The bill should simply state that to be eligible for the deduction, the
beneficiary must be the claimant, the claimant's child or grandchild.

- Recordkeeping, reporting and auditing costs are a potential major problem for both DOR and the EdVest
program. After discussion of this point, the group agreed to "fine-tune" the language to allow a deduction
of up to $3,000 per filer per beneficiary, but adding a limit of $1,500 for married separate filers. This will
allow both parents, in the case where the couple is filing as married separate filers, to each get some
deduction for contributions made to an EdVest account. Divorced parents with a filing status other than
married separate would each be able to claim $3,000 per beneficiary. However, we decided this would not
be much of a problem because we determined that not many divorced or legally separated parents:
would'both continue to contribute to accounts for the same beneficiary.

- This more simplistic approach of allowing only a $1,500 deduction for married separate filers
would produce significant savings to the state and the EdVest program compared with the approach
contained in the current draft, which would require auditing the tax returns and tracking the marital status
and annual contributions of each contributor.

If you give me your fax number I'll fax a rough mark-up of the draft, which you can forward to Mark
Shovers. It may help him as he edits the draft.

06/17/2003



‘Message, Page 2 of 2

Thanks to éveryone for the help with this issue!

Marty Olle

EdVest Program Manager
Office of the State Treasurer
608-264-7886

06/17/2003
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1 AN ACT ¢o amend71.05 (6) () 32. (intro.), 71.05 (6) (b) 32. a., 71.05 (6) (b) 33.
2 (intro.) and 71.05 (6) (b) 33. a. of the. statutes; relating to: allowing an
3 individual income tax deduction for certain amounts contributed by a divorced
4 or legally separated parent or grandparent to his or her child's or grandchild’s
5

college savings account or college tuition and expenses program.

Analysis by the Legislative Reference Bureau ,

Under current law, there is a college tuition and expenses program, commonly
referred to as “EdVest 1,” under which a contributor may purchase “tuition units”
that can be used to pay qualified educational costs on behalf of a beneficiary. The
purchase of such units is limited to parents, grandparents, aunts, uncles, legal
guardians, trusts created on behalf of a beneficiary, or individuals purchasing units
for their own use. Contributions made to an account set up under the program, up
to a limit of $3,000 each year for each beneficiary. may be deducted from a
contributor’s income in the calculation of his or her income taxes if the beneficiary
of the account is one of the following: the claimant; the claimant’s child and the
claimant’s dependent under the Internal Revenue Code; or the claimant’s
grandchild.

Also under current law, there exists a college savings program, commonly
referred to as “EdVest II,” under which anyone may open an account for a prospective
student, regardiess of the contributor’s relationship to the beneficiary. Individuals
may open accounts for themselves, and a prospective student may be the beneficiary
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of more than one college savings account. Contributions made to an account set up
under the program, up te a limit of $3,000 each year for each beneficiary, may be
deducted from a contributor’s income in the calculation of his or her income taxes if
the beneficiary of the account is one of the following: the claitnant; the claimant’s
child and the claimant's dependent under the Internal Revenue Code: or the
claimant’s grandchiid.

Under this bill, an income tax deduction for amounts contributed to both
EdVest I and EdVest II may be claimed by a divorced or legally separated parent or
grandparent of a child or grandchild. With regard to a parent, the deduction may be
claimed without regard to whether theé child is his or her dependent.

Currently, the total amount for which a deduction may be claimed under the
college tuition and expenses program and the college savings program, per
beneficiary, by any claimant, may not exceed $3.000 each year and, in the case of a
married couple filing a joint return, the total annual deduction under these two
programs, per beneficiary, claimed by the married couple may not exceed $3,000.

Under the bill, the total annual deduction under these two programs, per
beneficiary, claimed by married parents who file jointly or separately, or by the
divorced or legally separated parents or grandparents of a child or grandchild, may
not exceed $3,000. If the combined contribution of diverced or legally separated
parents or grandparents exceeds $3,000 in a year, the deduction that may be claimed
by each individual is based on each individual's share of the total contribution.

This bill will be referred to the Joint Survey Committee on Tax Exemptions for
a detailed analysis, which will be printed as an appendix to this bill.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill. '

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows: '

SectION 1. 71.05 (6) (b) 32. (intro.) of the statutes is amended to read:

71.05 (6) (b) 32. (intro.) An amount paid into a college savings account, as

described in s. 14.64, Sitlhic-bonemiony iSRS e
lad semeinitel and the clai vs d 1 ho is-claimed-und o151
Bf-t-he-IH-temai—ReveaueGsde: anisthedaimante-arandshild: calculated as follows:
SECTION 2. 71.05 (6) (b) 32. a. of the statutes is amended to read:
71.05 (6) (b) 32. a. An amount equal to not more than $3,000 per beneficiary

by each contributor to an account for each year to which the claim relates, except that

bua3
id1o03
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1 the total amount for which a deduction may be claimed under this subdwlsmn anfb B
2 under subd. 33., per beneficiary by any claiman may not exceed $3,000 eenh-yeax nﬂ
£ilinq o Separaie return
3 In the case of a married couple e DRl et abo-otdivencad-or
4 g : I
5 the total deduction under this
6 subdivision and under subdivision subd. 33., per beneficiary bashosnassintasaple.
7 .
8
9
10
11
13 ‘SECTION 3. 71.05 (6) (b) 33. (intro.) of the statutes is amended to read:
14 71.05 (6) (b) 33. (intro.) An amount paid into a college tuition and expenses
15 program, as described in s. 14.63, %m
17 ion-151 e} of the Int 1R Code; ~omusmbiomebo; , e
18 calculated as follows:
19 SECTION 4. 71.05 (6) (b) 33. a. of the statutes is amended to read:
20 71.05 (6) (b) 33. a. An amount equal to not more than $3.000 per beneficiary
21 by each contributor to an account for each year to which the claim relates. except that
22 the total amount for which a deduction may be claimed under this subdivision and
] . ?er-lm(-ﬁ lll‘g
23 under subd. 32., per beneficiary bx any claimant may not exceed $3,000 sacizyens.
24 In the case of a married couple mﬁm

[\
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the total deduction under this

SECTION 5. Initial applicability.

(1) This act first applies to taxable years beginning on January 1 of the year
in which this subsection takes effect, except that if this subsection takes effect after
July 31, this act first applies to taxable years beginning on January 1 of the year
following the year in which this subsection takes effect. |

(END)
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_Message, Page 1 of 1

Shovers, Marc

From: Shepherd, Jeremey
Sent:  Monday, June 16, 2003 4:01 PM

To: Shovers, Marc -
Subject: FW: EdVest for Divorced Parents
FYl

From: Kriz, Karyn I

Sent: Monday, June 16, 2003 3:33 PM
To: Olle, Marty; Shepherd, Jeremey
Subject: EdVest for Divorced Parents

Marty and Jeremey,

Thanks again for the conversation this afternoon. | think we came up with some good ideas. | have just a few
things to add. | believe | understand why Marc Shovers was confused about what we had talked about earlier.
We want to allow a deduction of $3,000 ($1,500 for married separate filers) per filer per beneficiary. This will
allow both parents, in the case where the couple is filing as married separate filers, to each get some deduction
for contributions made to an EdVest account. Marc was getting at the point that divorced parents with a filing
status other than married separate, would each beable to claim $3,000 per beneficiary. However, we decided this
would not be much of a problem because we determined that not many divorced or legally separated parents

“would contribute to accounts for the same beneficiary. The more simplistic approach of allowing only a $1,500
deduction for married separate filers would save the state and Strong more money in the end because this
solution would avoid the large costs of auditing the tax returns and tracking the marital status of each
contributor. Mentioning these items to Marc Shovers may improve upon his understanding of what we're looking
for in this new bill.

Let me know if you have any questions!

Karyn

06/16/2003
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2003 BILL

AN ACT to amend™71.05 (6) (b) 32. (intro.), 71.05 (6) (b) 32. a., 71.05 (6) (b) 33.

(intro.) and 71.05 (6) (b) 33. a. of the statutes; relating to: allowing an

individual income tax deduction for certain amounts contributed by a divorced

or legally separated parent WWW to his or her child’s pgfdbdchilil’s

college savings account or college tuition and expenses progra and limit N 9
the Ju{m@ffah £ hat /V"l,‘/ be C{a IIM% b,Y A IMVI"‘/’/,ﬂ‘ayg Yh vy o
‘ Fifes Se/mmée//

Analysis by the Legislative Reference Bureau

Under current law, there is a college tuition and expenses program, commonly
referred to as “EdVest I,” under which a contributor may purchase “tuition units”
that can be used to pay qualified educational costs on behalf of a beneficiary. The
purchase of such units is limited to parents, grandparents, aunts, uncles, legal
guardians, trusts created on behalf of a beneficiary, or individuals purchasing units
for their own use. Contributions made to an account set up under the program, up
to a limit of $3,000 each year for each beneficiary, may be deducted from a
contributor’s income in the calculation of his or her income taxes if the beneficiary
of the account is one of the following: the claimant; the claimant’s child and the
claimant’s dependent under the Internal Revenue Code; or the claimant’s
grandchild.

Also under current law, there exists a college savings program, commonly
referred to as “EdVest II,” under which anyone may open an account for a prospective
student, regardless of the contributor’s relationship to the beneficiary. Individuals
may open accounts for themselves, and a prospective student may be the beneficiary
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of more than one college savings account. Contributions made to an account set up
under the program, up to a limit of $3,000 each year for each beneficiary, may be
deducted from a contributor’s income in the calculation of his or her income taxes if
the beneficiary of the account is one of the following: the claimant; the claimant’s
child and the claimant’s dependent under the Internal Revenue Code; or the
claimant’s grandchild. ,

Under this bill, an income tax deduction for amounts contributed to both
EdVest I and EdVest II may be claimed by a divorced or legally separated parent pin
grandparemt of a child oivgranddbildy Withryegardiaapavesiy the deduction may be
claimed without regard to whether the child is his or her dependent.

Currently, the total amount for which a deduction may be claimed under the
college tuition and expenses program and the college savings program, per
beneficiary, by any claimant, may not exceed $3,000 each year and, in the case of a
married couple filing a joint return, the total annual deduction under these two
programs, per beneficiary, claimed by the married couple may not exceed $3,000.

Under the bill, the total annual deductjon under these two programs, per
beneficiary, claimed by married parents who/file jointly or, separately, or by then 2act
divorced or legally separated paren of a child(Grgrantddiilg, maj
not exceed $3,000) {{f~thecombined contribULION oI divorced ortezatty separated

aren S or grandparents-exeeeds $3:0001n a year, the deduction that may be claimed

hindirdus sed-on-eaeh-ing s _share ol thetotat-contribution:
This bill will be referred to the Joint Survey Committee on Tax Exemptions for
a detailed analysis, which will be printed as an appendix to this bill.

~ For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 71.05 (6) (b) 32. (intro.) of the statutes is amended to read:
71.05 (6) (b) 32. (intro.) An amount paid into a college savings account, as
described in s. 14.64, if the beneficiary of the account either is the claimant; is the

claimant’s child

of the Internal Revenue Code; or is the claimant’s grandchild; calculated as follows:

SECTION 2. 71.05 (6) (b) 32. a. of the stéltutes is amende{/‘d to read:
~ wﬁf“bu’ior whe -
71.05 (6) (b) 32. A An amoynt equal to not more than $3,000 per beneficiar

D op Bl 500/ (S marvied qnd Lifes Sefarg é/)'/'\
by each contributmﬁo an account for each year to which the claim relates, except that

RW total mm{m,/ /j{w{u;tf 02 " m t‘;b:;i;/? ‘Z’ ,ﬁ?. ;‘7‘\;9@ 'f;ulf,o/;*’ﬁ omsp
e “b:aVY')C',AfML. Y £A who fles s2epay /e y
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o 14 [afmant Who /S May,fe .
pgr $05°00 eachyear by any claimant Wi id ang Lo S Pavetef,
g

the total amount for which a deduction may be claimed under this subdivision and

under subd. 33., per beneficiary by any claimant may ;’113‘3 exceed $3,000 each yeap

share of the total contribution.

SECTION 3. 71.05 (6) (b) 33. (intro.) of the statutes is amended to read:

71.05 (6) (b) 33. (intro.) An amount paid into a college tuition and expenses
program, as described in s. 14.63, if the beneficiary of the account either is the
claimant; is the claimant’s child aﬂd—the—ela}maﬂtﬁs—dependent—whe%elaamed_uﬂdep
seetion—151(¢c)-of the Internal Revenue Code; or is the claimant’s grandchild;
calculated as follows:

SECTION 4. 71.05 (6) (b) 33. a. of the statutes is amended to read:

71.05 (6) (b) 33, a. An amount equal to not more than $3,000 per beneficiary,

2or $/,f°0ﬁfwm‘tri{,u{;o,, who ic marvied gug £ 10 s a;;:bqa(y'\
by each contributox{to an account for each year to which the claim relates, except tha a

the total amount for which a deduction may be claimed under this subdivision and

under subd. 32., per beneficiary by any claimant maj(a_‘ not exceed $3,000 each year
| plain
In the case of a married couple filing ajointreturs Ummﬂﬁm@ﬂ@@m\ S
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- $3,000 each year.

<Liededuction that may be claimed under this subdivision by the divorced or

legally separated parents Ao ;: == A M a_benefrciary, if their combined
w

contributions exceed $3,000 i ~on_each parent’s g

kR i_o‘s Asit share f the total contribution.

X/

SECTION 5. Initial applicability.

(1) This act first applies.to taxable years beginning on January 1 of the year
in which this subsection takes effect, except that if this subsection takes effect after
July 31, this act first applies to taxable years beginning on J anuary 1 of the year
following the year in which this subsection takes effect.

(END)



